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KEY ECONOMIC INDICATORS: COLOMBIA 
All values in millions of USS unless otherwise stated 


ITEM 


tChange* %Change 
INCOME, PRODUCTION, EMPLOYMENT 1978 1979/78 1978/77 


GNP at current prices 225190 25 5 22:35 
GNP at constant prices 10,820 E 6. 
Per Capita GNP, current prices (US$) 881 E aS 
Commodity Production (Millions of units) 
Coffee (60 kilo bags) (Coffee Year) 11,300 10,050 
Crude Oil (barrels) March 47,738 
Cement (metric tons) Febr. 3,306 
Steel (metric tons) Apr. 265 


Indices (1970 = 100) 
Production 
Employment 
Avg. Labor Productivity 
Avg. Real Industrial Wage 
Unemployment Rate 4 cities 
Unemployment Rate 7 cities 


bi 2.5 
128.8 
486.6 
84.8 
6.8 
8.0 


PPP YrY LY 


MONEY & PRICES (Millions Pesos) 


Money Supply 141,104 July 134,880.0 

Public Debt Outstanding (US$ Millions) N. A. Bo) 1.3 oP 
External Debt (inc Govt Guarant'd) Ni A. 2,873.0 

Interest Rate, Central Bank 16.0% 16.0% 

Interest Rate, Commercial Bank 18-28% 18-28% 

Six Mos. Tax Deferral Bond (PAS) (Avg) 31.6% June 32.0% 

Price Indices: (1970 = 100) 
Worker Consumer 116.5 June*** 469.2 16.5*** 
Wholesale 641.0 April S142 as 
Dollar Exchange Rate 42.74 July 41.0 4.2 


BALANCE OF PAYMENTS AND TRADE 


Gross Resegves June 2550554: 36.4 30.15 
Balance of Trade 507.4 ~ - 
Exports, Registration** Apr. 2,941.7 20°64. Paine 
Coffee Apr. 2,026.8 11.6 34.0 
Exports to U.S. ~ 2 ADI. 788.7 48.4 25 we 
Import Registrations 70 Apr. 3,428 3957 28.0 
Imports from U.S. <7 Apr. 1,230.3 50.9 36.2 
U.S. Share 2 Apr 36.1% = = 


Other Main Suppliers: 
Japan .9 Apr. 295.0 35.05 26.8 
West Germany -4 Apr. 203.9 47.6 17.6 
Brazil -6 Apr. 222.2 154.9 260.1 
Venezuela s2 Apr. 122.5" =5235 = 395i. 
Spain .8 Apr. dad 369 52)..0 
France ie -3 Apes £0551. 252 -36.9 





Main Imports from United States in 1977: Cereal US$142.4; Mineral fuels 
US$225.4; Iron & Steel US$132.5; Vehicles US$282.7; Electrical machinery 
US$162.2; Organic chemicals US$164.4. 

E=Estimate P=Preliminary R=Revised Pr=Projections 

*Same period previous year **Adjusted figures 

***Not comparable with previous indexes 
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SUMMARY 


The pace of economic activity, in real terms, grew at a Colombian 
record high rate of an estimated 8 percent in 1978. The outlook 
is for almost equally high economic growth in 1979, with the ad- 
vance being led by coffee, cotton, and the industrial sector. 
Construction activity, which was up substantially in 1978, is 
facing a recession in 1979. ‘The economic policies of President 
Julio Cesar Turbay, during his first year in office, have been 
dominated by the continued implementation of a rigorous monetary 
policy as emphasis has been on curbing inflation. No major change 
in this policy is anticipated in the near future. In 1978, infla- 
tion was held to just under 18 percent, but this level has already 
been equaled in the first seven months of 1979. Government spend- 
ing on major development programs has been delayed by fears of 
fueling inflation, but there are signs that it will soon begin to 
make major outlays. Continued high world coffee prices and large 
inflows of foreign exchange through the service account (mainly 
from contraband drug exports) have raised foreign exchange re- 
serves to the record level of over $3.4 billion in mid-July 1979. 
The United States is Colombia's major trading partner, and with 
registered imports growing by over 20 percent in 1979, the out- 
look for increased sale of U.S. goods and services to Colombia 

is excellent. 


Current Economic Situation and Trends 


Output and Growth 


Propelled by the coffee sector, the Colombian economy experienced 
record growth in 1978 as the GDP grew at an 8 percent annual rate, 
according to official estimates. Coffee production during the 
1977-78 coffee year (October 1 to September 30) was up almost 

19 percent. Other agricultural production rose by a reported 
12.1 percent, despite an off-year in production for the important 
cotton sector. Led by the metals, machinery, and automotive sec- 
tors, industrial production grew by 8.5 percent as manufacturers 
increased utilization of previously idle plant capacity and some 
new investment was undertaken. Construction activity jumped 

27.9 percent. The outlook for 1979 is for a slight decline in 
the growth rate. The rate of agricultural output will decline 
somewhat even though the coffee sector continues to be strong, 
and cotton production is rebounding from three consecutive poor 
crop years. The growth rate for industrial production will also 
drop slightly. For the first several months of 1979, construction 
activity is down from the level during the same 1978 period, and 
there are fears of a recession in this sector by the end of 1979. 
Job generation was strong in 1978 and unemployment was down to 
8.2 percent by the end of 1978, which is low by Colombian stand- 
ards. This rate appears to have held stable in 1979. According 
to the National Planning Department, for the first half of 1979, 
real wages in major urban areas increased by 9.95 percent over 
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the same period of 1978. This followed increases in the minimum 
wage of 33.4 percent for urban workers and 30.2 percent for rural 
workers, effective January 1, 1979. 


Inflation and Stabilization 


Since 1975, the Government's number one economic priority has been 
to control domestic inflation. As the inflation rate in 1978 was 
17.8 percent compared with the 29.3 percent rate in 1977, it 
looked as if the Government might be able to change its economic 
priorities in 1979. However, a 16.5 percent inflation rate for 
the first half of 1979 worried the Government. It now appears 
that inflation will be in the 30-percent range for 1979, far sur- 
passing the Government's target of 20 percent. The major con- 
tributory inflationary factors in 1979 have been large wage in- 
creases and OPEC-related boosts in the price of petroleum products 
and public transportation. Since mid-October 1978, the Turbay 
Administration has raised the average retail prices of gasoline 
and diesel oil by over 110 percent (the latest increases of 30.0 
and 32.4 percent, respectively, were implemented in mid-July) and 
bus fares by 66.7 percent. Money supply growth, which was prob- 
ably the major inflationary factor in recent years, took a second- 
ary role in the first half of 1979, although it may regain its 
prominent role if world coffee prices continue at high levels. 
Implementation of a rigorous monetary policy continues to be the 
Government's main anti-inflation tool. While the outlook is for 
no hyperinflation during the next couple of years, annual infla- 
tion should, nevertheless, remain in the range of 25 to 35 percent. 


To understand recent developments in the Colombian economy and 
especially those relating to inflation, it should be understood 
that the Government has had only limited control over the money 
Supply in recent years. The basic reason is that since 1974 
there have been tremendous exogenous expansionary pressures on 
the money supply caused by income from burgeoning coffee exports 
(mainly legal but some contraband) and contraband exports of nar- 
cotics and marijuana. Since December 1974, Colombia's foreign 
exchange reserves have increased almost eight-fold to over $3.4 
billion in mid-July 1979. A conservative estimate places the im- 
pact on the basic money supply of drug-related income at a mini- 
mum of $500 million a year, an amount equal to over 15 percent 

of currency and checking accounts at banks. 


With credit tight because of the restrictive monetary policy 
being followed, the Government has had little success with its 
efforts aimed at directing credit to what it considers should be 
priority agricultural and industrial projects. Concurrently, 
public sector investment spending has been held down by fears 

of fueling inflation. During its first year in office, the 
Turbay Administration moved cautiously in implementing its in- 
vestment program, very much in the same fashion as had the 
previous Lopez Administration. However, recent statements by 
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Government economic policymakers indicate that public sector out- 
lays will increase significantly in the next few months. 


The Turbay Administration's Development Priorities 


At the July 1979 Paris meeting of the Consultative Group for 
Colombia, the purpose of which is to facilitate the flow of ex- 
ternal capital resources in support of Colombia's economic de- 
velopment efforts, the Turbay Administration outlined its devel- 
opment priorities for 1979-82. The project list, which calls for 
foreign financing of $5.9 billion, places emphasis on developing 
adequate infrastructure, with projects in the power, transporta- 
tion, water supply, and communications sectors accounting for 
67.3 percent of the total. Of the remainder, about half is al- 
located to industry and the other half to projects in education, 
nutrition, agriculture, and urban development. National Planning 
Department Director Eduardo Wiesner stressed that the Government's 
development strategy is one of integrating regional growth centers 
into a national market by providing expanded and improved trans- 
portation and communications facilities together with greater in- 
centives for noncoffee exports. Solving Colombia's energy 
problem--domestic petroleum production continues to decline and 
the import share of total petroleum consumption increases--is a 
top priority. Financing for the also high priority social pro- 
grams of the Government, such as the National Nutrition (PAN) and 
Integrated Rural Development (DRI) programs, comes from domestic 
resources. 


Foreign Trade and the Balance of Payments 


Prior to the coffee "bonanza" (which began in the mid-1970's) and 
income from the drug trade (which mainly shows up in the service 
accounts), Colombia traditionally experienced balance of payment 
problems. Now, reserves are at the record high level of just 
over $3.4 billion, the equivalent of the import bill for almost 
one year. Coffee remains Colombia's principal foreign exchange 
earner. In recent years, the National Coffee Federation, backed 
by the Government, has made a major and successful effort to 
boost the volume of coffee exports. The results have been nota- 
ble: from a 1969-77 average of 6.6 million (60 kilo) sacks a 
year, coffee exports rose to 9.0 million sacks in 1978 and in 
1979 the total will probably exceed 10 million sacks. As in 
1978, coffee should represent close to 70 percent of total export 
registrations in 1979. With foreign exchange reserves at high 
levels, the Government's policy has been to allow imports to grow 
at above average rates so as to increase the outflow of funds and 
thereby easing expansionary pressures on the money supply. In 
1978 import registrations were up 27.2 percent over 1977 and for 
the first four months of 1979 they had increased by 20.1 percent 
over the same period of 1978. 





Colombia is a major recipient of World Bank and IDB funds, with 
new loan commitments of around $500 million made in 1978. In 
April 1979, the Government concluded its first major foreign 
bank consortium loan in many years--a $600 million package for 
which the lead bank is the Chemical Bank of New York. The loan 
breaks down as follows: $170 million in roll-over financing for 
ECOPETROL (the state-owned petroleum company) and IDEMA (the 
state grain importing agency), $100 million for ECOPETROL for 
its petroleum exploration activities, and $330 million to be 
used mainly as counterpart funds in conjunction with World Bank 
and IDB loans. The Government's decision to obtain private ex- 
ternal financing was not based on immediate need, but rather 
primarily on the fact that with reserves at expanding record 
levels, the moment was opportune for Colombia to reestablish its 
credit standing in the world market. The exceptional terms it 
negotiated--10-year payback, 4-year grace period, at 5/8 of a 
percent over LIBOR for the first 4 years and 3/4 of a percent 
over LIBOR per annum for the remaining 6 years, reveal the wis- 
dom of the Government's decision to enter the market when it 
did. 


For 1979, the outlook is for Colombia to run a substantial sur- 
plus in its balance of payments. Despite Colombia's growing 
import bill for petroleum, potential balance-of-payment problems 
are still several years away in the worst possible case, mainly 
because of the world coffee situation. Although it has no 
balance-of-payment problems, Colombia does have the problem of 
coping with its riches. It wants to develop export markets for 
its manufactures and processed goods, but these are becoming in- 
creasingly less competitive in world markets because of the high 
rate of domestic inflation and the slow pace of peso devaluation. 


IMPLICATIONS FOR THE UNITED STATES 


Trade 


The United States is Colombia's major trading partner. In 1978, 
the United States supplied 36.2 percent of Colombia's imports 
and took 32.2 percent of total exports. Best prospects for in- 
creased U.S. sales to Colombia are: 


1. Electric energy systems: mid-1978 hydro-power capacity of 
4,000 MW is expected to reach 11,000 MW by 1985, generating 
large equipment imports. The Colombian Government recently an- 
nounced investments in this sector during the next decade of 
approximately US $5.5 billion. Best opportunities are turbines 
over 60 MW, distribution transformers up to 500 KVA, power 
transformers over 1,000 KVA and more than 30,000 volts, and 
other equipment such as generators, dynamos, industrial circuit 
breakers, and allied apparatus. 





2. Equipment and Engineering Services for the Mining, Oilfield, 
and Construction Sectors: Oil exploration and drilling, pipe- 
line construction, and exploitation of other resources should 
lead to U.S. $2 billion in expenditures by 1985. New natural 
gas finds, a desire to overcome the country's petroleum deficit, 
and plans for more diversified mining and increased steel-making 
Capacity will impel spending plans in this sector. Specific pos- 
sibilities include large earthmoving and processing equipment, 
specialized bits, drills, reamers, and similar equipment, and 
assorted safety devices. The Embassy will promote attendance 

at the Concrete Aggregates Exposition in Las Vegas in January 
1980 and the International Coal Show in Chicago in May 1980. 


3. Telecommunications Equipment: This dynamic sector, growing 
at a 15 percent annual rate, will see many investments during 
the next decade, in such projects as satellite communications, 
color television transmission, expansion of many local telephone 
systems, and a variety of national telecommunications projects. 
In particular, demand will be telephone central exchange equip- 
ment and color television transmission and monitoring equipment. 


4. Agricultural Equipment: Imports of agricultural equipment 
may double from US $31 million in 1977 to US $62 million by 

1982. The Government plans to accelerate agricultural output 

to counter local food deficits. The agricultural sector is still 
a major one in Colombia, and the Colombian Government is trying 
to develop true agro-industries to meet growing needs. Best 
prospects in this area include tractors, combines, dairy equip- 
ment, and sorting, grading, cleaning, and harvesting equipment. 


5. Food Processing Equipment: Growing urbanization in Colombia 
will continue to create increased demand for processed food. 
Imports of food processing equipment may double from $10 million 
in 1978 (est) to over $20 million by 1982. Local production 
will also grow, but not in technologically sophisticated fields. 
Best prospects in this area include equipment for meat process- 
ing, sugar refining, beverages and breweries, and fats and vege- 
table oil processing. The Embassy will host a food processing 
and packaging trade mission in Bogota and Cali in September. 


6. Metal Working: The likelihood of increased local steel pro- 
duction and expansion and diversification in the automotive and 
supplying industries will lead growth in this already dynamic 
sector. Output of this sector grew by almost 10 percent in the 
mid-seventies. The best items in this sector are rolling mills, 
presses, pneumatic tools, and welding equipment. The Embassy 
will promote attendance at the International Machine Tool Show 
in Chicago in September 1980 and host a trade mission on the 
same theme in late 1980. 


The Embassy will plan and mount the U.S. Pavilion at the XIII 
Bogota International Fair in Bogota in July 1980. U.S. exporters 
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interested in the Colombian market should plan to participate in 
the Fair, which features all types of industrial equipment. The 
United States will increase the size of its Pavilion from 5,000 
square meters to approximately 6,500. U.S. sales in the 1978 
Fair totaled $9 million off-the-floor with an estimated $50 mil- 
lion over the succeeding 12 months. Total attendance at the 
Fair topped 1.3 million persons in 1978. Interested firms 

should contact the Commercial Attache, American Embassy (Bogota), 
APO Miami, Florida, 34038. 


In addition to the above promotional events, the Embassy will 
host a textile equipment trade mission in Bogota and Medellin in 
April 1980, a Health Care Equipment Technical Sales Seminar in 
May 1980, and a Food Processing and Packaging Equipment Trade 
Mission in September 1980. 


To meet increasing competition from Japan, West Germany, and 
other competitors, American businesses cannot depend upon the ef- 
fects of dollar devaluation to do their selling job for them. 
They must also effectively compete in terms of financing and 
credit, product servicing, specific market needs, and conditions. 


The Colombian Government requires that foreign companies be rep- 
resented by a local agent in order to bid on public projects. 
As bids normally must be presented within 30 to 60 days from 
the opening of the tender, or even shorter periods for agricul- 
tural commodity tenders, appointment of an agent during the pre- 


liminary phases of the project is essential. 


The Embassy must stress that accuracy, completeness, and time- 
liness are all important when presenting bids to Colombian Gov- 
ernment official agencies. GOC officials are reviewing bids 
very closely and several recent U.S. bids have been invalidated 
because of technical errors, some of which have been very minor 
but nonetheless cause for elimination from the process. Depart- 
ment of Commerce Document OBR-79-12, Marketing in Colombia, gives 
details on bidding procedures. The Embassy and Consulates in 
Barranquilla, Cali, and Medellin have an active program in in- 
forming and then assisting U.S. bidders on major projects in 
Colombia. The program includes a file giving details on each 
major project. 


Investment 


Colombia, as a member of the Andean Pact, does not actively 
seek foreign investment in most sectors of the economy, especi- 
ally in trade and finance; nevertheless, potential investors in 
mining, petroleum, and export industries will find a favorable 
investment climate. According to U.S. Bureau of the Census 
statistics, U.S. direct foreign investment (book value) in 
Colombia increased from $653 million in 1976 to $706 million 
in 1977 (latest data available). This was the first substantial 
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increase in U.S. investment in Colombia since the formation of 
the Andean Pact. U.S. investment in petroleum increased from 
$56 million to $71 million. Investment in manufacturing grew 
from $388 million to $436 million, while declining in financial 
institutions, reflecting the Colombianization of local banks, 
and in trade. The increase in petroleum activities reflects 
the Colombian Government decision in May 1976 to alter its 
petroleum pricing policy for new and incremental crude oil pro- 
duction, in view of Colombia's growing dependence on imported 
petroleum. Since then there has been an upsurge in petroleum 
exploration activities, with foreign firms, in association con- 
tracts with the State-owned petroleum company, ECOPETROL, lead- 
ing the way. To date, the only significant discovery was an 
off-shore gas find by Texaco near Cartagena, although optimism-- 
and exploration--continue. 


In mining, prospects are particularly good for coal and nickel. 
Exxon is currently undertaking a feasibility study for exploita- 
tion of rich coal reserves in the Guajira province, while Hanna 
Mining Company, in association with Billington and the Colombian 
Government, is on the verge of implementing a $300 million in- 
vestment to exploit a major nickel deposit in Cerro Matoso. 
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Regional Marketing Managers 


Commercial and economic information on most trading part- Area 


ners of the United States is available from the U.S. Depart- 


ment of Commerce. 


A Regional Marketing Manager is responsible for the areas 
listed below. Assistance or information about marketing in 
these countries may be obtained by dialing these key people 
directly: 202-377 plus the given extension. 


Area 


Africa 


(except Algeria, Egypt, Libya, Morocco and 
Tunisia—see Near East Listing below) 


Canada 
Eastern Europe 


Europe 
France and Benelux Countries 
Germany and Austria 
Italy, Greece and Turkey 
Nordic Countries 


Far East 


Extension 


East Asia, Taiwan, Australia, and 


New Zealand 


Latin America 
Extension 


Southeast Asia and Sub continent 
Japan, Korea and Hong Kong 


Andean and Caribbean countries 


Brazil and River Plate countries 


Near East 


Mexico and Central America countries 


Egypt, Iran and Israel 

Algeria, Libya, Morocco and Tunisia 

Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yeman, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 


USSR 


Spain, Portugal, Switzerland and Yugoslavia 


United Kingdom 


People’s Republic of China 


Commerce District Offices 


Albuquerque, 871u2, 505 Marquette 
Ave. NW., Rm. 1015 (S05) 766-2386. 


Anchorage, 99513, P.O. Box 32, 
701 C St. (907) 271-5041. 

Atlanta, 30309, Suite 600, 1365 
Peachtree St., NE. (44) 881-7000. 
Baltimore, 21202, 415 U.S. Custom- 
house, Gay and Lombard Sts. (301) 
962-3560. 

Birmingham, 35205, Suite 200-201, 
908 S. 20th St. (205) 254-1331. 
Boston, 02116, 10th Floor, 441 
Stuart St. (617) 223-2312. 

Buffalo, 14202, 1312 Federal Bldg., 
111 W. Huron St. (716) 846-4191. 
Charleston, W. Va., 25301, 3000 New 
Federal Office Bldg., 500 Quarrier 
St. (304) 343-6181, Ext. 375. 
Cheyenne, 82001, 6022 O’Mahoney 
Federal Center, 2120 Capitol Ave. 
(307) 778-2220, Ext. 2151. 

Chicago, 60603, Room 1406, Mid- 
Continental Plaza Bldg., 55 E. Mon- 
roe St. (312) 353-4450. 

Cincinnati, 45202, 10504 Fed. Bldg., 
550 Main St. (513) 684-2944. 
Cleveland, 44114, Room 600, 666 
Euclid Ave. (216) 522-4750. 
Columbia, S.C., 29204, Forest Center, 
2611 Forest Dr. (803) 765-5354. 
Dallas, 75242,, Room 7A5, 1100 
Commerce St. (214) 749-1515. 
Denver, 80202, Room 165, New Cus- 
tom House, 19th and Stout Sts. (303) 
837-3246. 


Des Moines, 50309, 817 Federal 
Bidg., 210 Walnut St. (515) 284-4222. 


Detroit, 48226, 445 Federal Bldg., 
231 W. Lafayette (313) 226-3650. 
Greensboro, N.C., 27402, 203 Fed- 
eral Bldg., W. Market St., P.O. Box 
1950. (919) 378-5345. 

Hartford, 06103, Room 610-B, Fed. 
Bldg., 450 Main St. (203) 244-3530. 
Honolulu, 96850, 4106 Federal Bldg., 
300 Ala Moana Blvd., P.O. Box 
50026 (808) 546-8694. 

Houston, 77002, 2625 Federal Bldg., 
515 Rusk Ave. (713) 226-4231. 
Indianapolis, 46204, 357 U.S. Court- 
House & Federal Office Bldg., 46 E. 
Ohio St. (317) 269-6214. 

Los Angeles, 90049, Rm. 800, 11777 
San Vicente Blvd. (213) 824-7591. 
Memphis, 38103, Room 710, 147 
Jefferson Ave. (901) 521-3213. 
Miami, 33130, Rm.- 821, City Na- 
tional Bank Bldg., 25 W. Flagler St. 
(305) 350-5267. 

Milwaukee, 53202, 605 Federal Of- 
fice Bldg., 517 E. Wisconsin Ave. 
(414) 291-3473. 

Minneapolis, 55401, 218 Federal 
Bldg., 110 S. 4th St. (612) 725-2133. 
New Orleans, 70130, Room 432, In- 
ternational Trade Mart, 2 Canal St. 
(504) 589-6546. 

New York, 10007, 37th Floor, Fed- 


eral Office Bldg., 26 Federal Plaza, 
Foley Sq. (212) 264-0634. 


Newark, 07102, Gateway Bldg. (4th 
floor) Market St. & Penn Plaza 
(201) 645-6214. 


Omaha, 68102, 1815 Capitol Ave., 
Suite 703A (402) 221-3665. 


Philadelphia, 19106, 9448 Federal 
Bldg., 600 Arch St. (215) 597-2850. 


Phoenix, 85073, 2950 Valley Bank 
Center, 201 N. Central Ave. (602) 
261-3285. 

Pittsburgh, 15222, 2002 Fed. Bldg., 
1000 Liberty Ave. (412) 644-2850. 


Portland, Ore., 97204, Room 618, 
1220 S.W. 3rd Ave. (503) 221-3001. 
Reno, Nev., 89503, 777 W. 2nd St., 
Room 120. (702) 784-5203. 


Richmond, 23240, 8010 Federal Bldg., 
400 N. 8th St. (804) 782-2246. 


St. Louis, 63105, 120 S. Central Ave. 
(314) 425-3302. 


Salt Lake City, 84138, 1203 Federal 
Bldg., 125 S. State St. (801) 524-5116. 


San Francisco, 94102, Federal Bldg., 
Box 36013, 450 Golden Gate Ave., 
(415) 556-5860. 


San Juan, P.R., 00918, Room 659, 
Federal Bldg., Chardon Ave. (809) 
753-4555. 


Savannah, 31402, 222 U.S. Court- 
house, P.O. Box 9746, 125-29 Bull 
St. (912) 232-4321, Ext. 204. 
Seattle, 98109, 706 Lake Union 
Bldg., 1700 Westlake Ave. North (206) 
442-5615. 
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